the 


ISSN 0095-2923 


INSURANCE 
FORDM.....== 


Joseph M. Beith, Editor 


Ann |. Belth, Business Manager 


... for the unfettered exchange of ideas about insurance 





CONTENTS 











Editor’s note: Volume 18 of The Insurance Forum, consisting of ten monthly issues, the 32-page September/October 1991 
special ratings issue, and this table of contents, may be purchased for $50. For ordering instructions and prices of single back 
issues, see the box at the bottom of the second page of this table of contents. 








Vol. 18, No. 1 (January, 1991) 


ASSUMPTION REINSURANCE STRIKES AGAIN—THE 

BENEFICIARY OF A LIFE INSURANCE POLICY BECOMES 

ANOTHER VICTIM OF AN ABUSIVE INDUSTRY PRACTICE 
Discusses, in a follow-up to articles in our October 1989 
and December 1989 issues, a case involving the pur- 
chase of a life insurance policy by a Pennsylvania resi- 
dent, two subsequent transfers of a block of business 
including the above-mentioned policy, the failure of Indi- 
ana-domiciled Mutual Security Life Insurance Company, 
which was the last recipient of the block of business, 
and a lengthy moratorium imposed by the Indiana insur- 
ance commissioner on the payment of death benefits, 
discusses developments subsequent to those reported 
in our October 1989 issue in the case involving a block 
of single-premium deferred annuities transferred to Dia- 
mond Benefits Life Insurance Company, describes the 
results of our survey of state insurance departments on 
the subject of insurance policy transfers, and presents a 
seven-point proposal for reform in the area of insurance 
policy transfers 

FROM THE MAILBAG 
Comments by Steven L. Rovito and David J. Witz 


Vol. 18, No. 2 (February, 1991) 


A PROPOSAL FOR THE DISMEMBERMENT OF 

EXECUTIVE LIFE 
Describes a proposal to transfer Executive Life Insur- 
ance Company’s annual-premium life insurance busi- 
ness to Hartford Life Insurance Company through an as- 
sumption reinsurance agreement, discusses a 
memorandum written by Jerome J. Schwartz outlining 
the proposal, presents some implications of the pro- 
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posal, expresses doubt that the proposal will come to 
fruition, and includes, in an appendix, the text of the 
Schwartz memorandum 


EXECUTIVE LIFE AND THE WAR BETWEEN THE STATES 


Discusses the announcement by the New Jersey insur- 
ance department that it had demanded a $500 million 
deposit to cover the New Jersey liabilities of Executive 
Life Insurance Company and Executive Life Insurance 
Company of New York, discusses the resolution 
adopted by the National Association of Insurance Com- 
missioners (NAIC) condemning the New Jersey depart- 
ment’s announcement, describes the apparent compro- 
mise reached by the New Jersey department and the 
NAIC, and includes, in an appendix, the text of the NAIC 
resolution, which the NAIC declined to make public 


MORE ON TAISHO’S 1990 IRIS RATIOS 


Refers to our September 1990 issue, in which Taisho 
Marine and Fire Insurance Company of America was 
listed as having four Insurance Regulatory Information 
System ratios outside the ranges of usual values, and 
quotes a portion of a letter received by Taisho from an 
official of the National Association of Insurance Com- 
missioners explaining the reason for three of the four ra- 
tios outside the ranges of usual values 


FROM THE MAILBAG 


Comments by Rick Knut Nelson and Peter L. Hutchings 


Vol. 18, No. 3 (March, 1991) 


LIFE INSURANCE FOR OUR MILITARY MEN AND WOMEN 
AND THEIR FAMILIES 


Describes the condemnation by the Virginia insurance 
commissioner of the “insurance industry practice of 
denying Persian Gulf military personnel life insurance 
coverage,” discusses the war exclusion endorsement 
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sometimes used in life insurance policies, describes the 
government life insurance programs used over the years 
for military personnel, includes the text of the recom- 
mendations submitted by a working group of the Na- 
tional Association of Insurance Commissioners, and 
concludes that the present $50,000 of coverage under 
the government life insurance program is pitifully small 
and should be increased to at least $250,000 


THE WEISS RATINGS OF LIFE INSURANCE 
COMPANIES—A REPLY 
Contains the text of a reply written by Martin Weiss and 
Ted Brownstein to the article in our December 1990 is- 
sue about the Weiss ratings 


MORE ON CONTINENTAL AMERICAN’S DIVIDENDS AND 

THE POLICY LOAN CLAUSE 
Discusses, in a follow-up to an article in our August 
1990 issue concerning Continental American Life Insur- 
ance Company’s payment of “additional dividends” on 
the “unborrowed cash value” of policies containing a 5 
percent loan interest rate, the responses received to the 
article, and presents a hypothetical situation involving 
the payment of “additional dividends” to policyowners 
who refrain from entering into certain types of transac- 
tions with a company 


Vol. 18, No. 4 (April, 1991) 


STANDARD & POOR’S NEW SYSTEM FOR RATING 

INSURANCE COMPANIES 
Describes a new system of qualified solvency ratings in- 
troduced by Standard & Poor’s Corporation to supple- 
ment its system of claims-paying ability ratings, explains 
the background of the new system, discusses the impli- 
cations of the new system, and concludes that it repre- 
sents a direct attack on the leadership position of the 
A. M. Best Company in the business of rating insurance 
companies 


MORE ON THE PROPOSAL FOR THE DISMEMBERMENT 
OF EXECUTIVE LIFE 
Discusses, in a follow-up to the article in our February 
1991 issue, our subsequent correspondence with 
Jerome J. Schwartz, reproduces a letter we received 
from Richard R. McAdam of Financial Planners Group, 
and discusses our correspondence with John Gara- 
mendi, the insurance commissioner of California 
GENERAL AMERICAN’S WITHDRAWAL FROM THE 
DISABILITY INSURANCE BUSINESS 
Discusses General American Life Insurance Company’s 
withdrawal from the sale of individual disability income 
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insurance, and describes our correspondence with the 
company concerning the procedures that would be fol- 
lowed in the event that the company should decide to 
transfer the existing policies to another company 


FROM THE MAILBAG 
Comments by Douglas L. McDermott, Bruce F. Elton, 
Kevin M. Hawkins, and Richard Hammett 


RATINGS OF LIFE-HEALTH INSURANCE COMPANIES 

BY A. M. BEST, STANDARD & POOR’S, MOODY’S, AND 

DUFF & PHELPS 
Discusses the entry by Standard & Poor’s Corporation, 
Moody’s Investors Service, and Duff & Phelps Credit 
Rating Company into the business of rating insurance 
companies, which until recent years had been a monop- 
oly held by the A. M. Best Company, lists the 156 life in- 
surance companies rated by at least one of A. M. Best’s 
three major competitors, and explains the rating catego- 
ries in an effort to help the reader understand the ratings 


Vol. 18, No. 5 (May, 1991) 


THE STRUGGLE TO PROTECT THE RIGHTS OF 

POLICYOWNERS WHEN POLICIES ARE TRANSFERRED 

FROM ONE INSURANCE COMPANY TO ANOTHER 
Discusses, in a follow-up to articles in our October 1989, 
December 1989, and January 1991 issues, the contro- 
versy surrounding the makeup of an advisory committee 
appointed by the National Association of Insurance 
Commissioners (NAIC) to consider transfers of policies 
from one insurance company to another, describes the 
policies of the NAIC on advisory committees, explains 
the need for the positive consent of policyowners af- 
fected by such transfers, discusses the issue of trans- 
fers to companies not licensed in the states in which 
some affected policyowners reside, discusses the ques- 
tion of what type of information should be disclosed to 
affected policyowners who are asked to give their con- 
sent, and presents, in a supplement to this issue, our 
proposed model act on transfers of insurance policies 


EXECUTIVE LIFE AND THE MASSACHUSETTS DIVISION 

OF INSURANCE 
Discusses the correspondence that took place between 
Executive Life Insurance Company and the Mas- 
sachusetts division of insurance concerning the divi- 
sion’s request for a special deposit of $500 million to 
cover the Massachusetts liabilities of the company, pre- 
sents the full text of each of the letters, discusses the 
Price Waterhouse independent accountants’ report on 
First Executive Corporation, the parent of Executive Life, 
and presents an excerpt from the report 


Vol. 18, No. 6 (June, 1991) 


THE COLLAPSE OF EXECUTIVE LIFE 
Discusses the victims of the collapse of Executive Life 
Insurance Company, indicates briefly what the American 
Council of Life Insurance and the National Organization 
of Life and Health Insurance Guaranty Associations said 
about the situation, and includes, in a supplement to this 
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issue, an annotated list of references to Executive Life 
that have appeared in The Insurance Forum 


MORE ON STANDARD & POOR’S NEW SYSTEM FOR 

RATING INSURANCE COMPANIES 
Discusses, in a follow-up to the article in our April 1991 
issue, the first set of qualified solvency ratings published 
by Standard & Poor’s Corporation, compares the quali- 
fied solvency ratings with ratings assigned by the A. M. 
Best Company, discusses A. M. Best’s reaction to the 
qualified solvency ratings, and lists the companies with 
A+ ratings from A. M. Best that received qualified sol- 
vency ratings below BBBq from Standard & Poor’s 


A GEORGE POLK AWARD IN JOURNALISM FOR 

“THE INSURANCE FORUM” 
Discusses the receipt by The /nsurance Forum and its 
editor of a 1990 George Polk Award in Journalism in the 
“special publications” category 


Vol. 18, No. 7 (July, 1991) 


A NEW AND DANGEROUS ERA FOR THE 

LIFE INSURANCE INDUSTRY 
Explains why severe runs are now more likely to occur 
as a result of the takeover of Executive Life Insurance 
Company by California insurance regulators on April 11, 
1991, discusses the irony in the fact that First Capital 
Life Insurance Company (formerly E. F. Hutton Life In- 
surance Company, which issued the first universal life 
policy) was the first casualty of the new era, and de- 
scribes some possible steps that might be taken in an 
attempt to restore public confidence in life insurance 
companies 


LIFE INSURANCE COMPANIES’ JUNK BONDS, 

PROBLEM MORTGAGES, REAL ESTATE, AND 

INVESTMENTS IN AFFILIATES 
Explains how | constructed lists of life insurance compa- 
nies’ holdings of junk bonds, problem mortgages, real 
estate, and investments in affiliates at the end of 1990, 
lists the data for 45 companies with assets of $5 billion 
or more at the end of 1990, lists 55 smaller companies 
(with assets from $50 million to $5 billion) with ratios of 
junk bonds to assets of 20 percent or more, or ratios of 
junk bonds to adjusted net worth of 200 percent or 
more, lists six smaller companies with ratios of problem 
mortgages to assets of 10 percent or more, or ratios of 
problem mortgages to net worth of 100 percent or more, 
lists two smaller companies with ratios of real estate to 
assets of 20 percent or more, or ratios of real estate to 
net worth of 200 percent or more, and lists 25 smaller 
companies with ratios of investments in affiliates to as- 
sets of 20 percent or more, or ratios of investments in 
affiliates to net worth of 200 percent or more 


Vol. 18, No. 8 (August, 1991) 


AN IMPORTANT STUDY OF LONG TERM CARE 
INSURANCE 
Discusses the contents of an 18-page study of long 
term care insurance published by Consumers Union in 
the June 1991 issue of Consumer Reports, describes 
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some relevant insurance principles not identified in the 

study, and explains the problems that many persons 

may have in obtaining a copy of the study because of 

the no-commercialization policy of Consumers Union 
FROM THE MAILBAG 

Comments by Herbert Kurz 


EXECUTIVES’ COMPENSATION IN 1990 
Shows the 1990 compensation of persons who received 
$600,000 or more in various insurance companies 


Vol. 18, Nos. 9 and 10 (September/October, 1991) 


FINANCIAL STRENGTH RATINGS OF 
LIFE INSURANCE COMPANIES 

Explains, in this lead article in our 32-page special rat- 
ings issue, the reasons for public concern about the fi- 
nancial safety of life insurance companies, recommends 
individuals rely on firms that are in the business of evalu- 
ating the financial condition of insurance companies, 
discusses the ratings assigned to insurance companies 
by the A. M. Best Company, Standard & Poor’s Corpo- 
ration, Moody’s Investors Service, and Duff & Phelps 
Credit Rating Company, explains how an individual 
should use the ratings when trying to select a life insur- 
ance company from which to purchase new insurance, 
identifies seven important considerations when an indi- 
vidual is trying to decide whether to replace an existing 
policy, lists all life insurance companies rated as of Au- 
gust 13, 1991 by one or more of the four major rating 
firms and some of the companies that were not as- 
signed ratings by A. M. Best, provides information so 
that the reader can determine readily the numerical posi- 
tion of each rating category, and includes, in a series of 
four appendixes, the four major rating firms’ descrip- 
tions of their rating categories 


RATING REDUCTIONS AMONG 

LIFE INSURANCE COMPANIES 
Lists the 184 life insurance companies whose ratings as- 
signed by one or more of the four major rating firms de- 
clined during the past year 


A WATCH LIST OF LIFE INSURANCE COMPANIES 

BASED ON THE NAIC’S IRIS RATIOS 
Describes the statistical and analytical phases of the In- 
surance Regulatory Information System (IRIS) of the Na- 
tional Association of Insurance Commissioners, dis- 
cusses previous watch lists, explains how we 
constructed a new watch list of life insurance companies 
with four or more IRIS ratios outside the ranges of usual 
values in 1991, identifies the limitations of the data, dis- 
cusses how to use the information, shows the names 
and the ranges of usual values for the 1991 IRIS ratios 
applicable to life insurance companies, and lists the 505 
life insurance companies with four or more IRIS ratios 
outside the ranges of usual values in 1991 


Vol. 18, No. 11 (November, 1991) 


RECENT DEVELOPMENTS AT EXECUTIVE LIFE 
Discusses several important developments at Executive 
Life Insurance Company that occurred after the com- 
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pany was taken over by California regulators, including 
the cancellation offer made to the owners of cash-value 
life insurance policies as a part of the conservatorship 
procedures, the unpublicized revocation of the cancella- 
tion offer by the conservator, the original pian that might 
have resulted in the termination of many term-type life 
insurance policies, the reinsurance agreement with 
North American Reassurance Company for 100 percent 
coinsurance of the term-type life insurance policies, the 
effect of the proposed restructuring agreement on the 
owners of cash-value life insurance policies, the poten- 
tial problems of the owners of cash-value policies with 
large loans outstanding against them, the enhancement 
plan proposed by the National Organization of Life and 
Health Insurance Guaranty Associations, and some of 
the other buyout proposals that have been submitted to 
the conservatorship court 


FROM THE MAILBAG 


Comments by Frederick C. Granlund, Guy N. Ducharme, 
and one person whose name was withheld by request 


Vol. 18, No. 12 (December, 1991) 


A DISAPPOINTING BOOK ABOUT EXECUTIVE LIFE 


Reviews a book entitled The Fall of First Executive—The 
House That Fred Carr Built by Gary R. Schulte, who was 
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senior vice president and chief marketing officer of Ex- 
ecutive Life Insurance Company from 1986 through 
1991, discusses the New York insurance department’s 
1987 report, which was discussed inadequately in the 
book, discusses the reinsurance agreement with the Ital- 
ian firm of Generali-Assicurazioni Generali, which was 
not mentioned in the book, elaborates on Mr. Schulte’s 
treatment of the subject of insurance company ratings, 
which played a major role in the growth of Executive 
Life, discusses Mr. Schulte’s chapter about The /nsur- 
ance Forum and its editor, briefly mentions several other 
topics discussed superficially or ignored in the book, 
discusses the issue of Mr. Schulte’s severance pay, 
which raises questions about the integrity of the book, 
includes, in a series of six appendixes, the sworn decla- 
rations furnished to the conservatorship court by Mr. 
Schulte and five others in connection with the severance 
issue, and concludes that the book is a disappointment 
to those who want to learn what happened at Executive 
Life 


RECENT DEVELOPMENTS IN THE RATINGS OF 
LIFE INSURANCE COMPANIES 


Lists, in a follow-up to our September/October 1991 
special ratings issue, the life insurance companies 
whose ratings were changed between August 13 and 
November 4, and the life insurance companies that re- 
ceived new ratings between August 13 and November 4 
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